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INDEPENDENT  AUDITORS'  REPORT 


To  the  Directors 

Westover  Metropolitan  Development  Corporation 
Chicopee,  Massachusetts 


We  have  audited  the  accompanying  combined  balance  sheets  of  Westover  Metropolitan 
Development  Corporation  (a  nonprofit  organization)  as  of  December  31,  1988  and  1987, 
and  the  related  combined  statements  of  revenues,  expenditures  and  changes  in  fund 
balances  and  changes  in  financial  position  for  the  years  then  ended.  These  combined 
financial  statements  are  the  responsibility  of  the  Organization's  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audi  t . 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance 
about  whether  the  financial  statements  are  free  of  material  misstatement.  An  audit 
includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures 
in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting  principles 
used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall 
financial  statement  presentation.  We  believe  that  our  audit  provides  a  reasonable  basis 
for  our  opinion. 

In  our  opinion,  the  combined  financial  statements  referred  to  above  present  fairly,  in 
all  material  respects,  the  financial  position  of  Westover  Metropolitan  Development 
Corporation  as  of  December  31,  1988  and  1987,  and  the  results  of  its  operations  and  the 
changes  in  its  financial  position  for  the  years  then  ended  in  conformity  with  generally 
accepted  accounting  principles. 


March  3,  1989 
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WESTOVER  METROPOLITAN  DEVELOPMENT  CORPORATION 
COMBINED  STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 
YEARS  ENDED  DECEMBER  31,  1988  AND  1987 


Sources  of  working  capital 

Net  income  provided  from  operations 
Items  not  affecting  working  capital: 
Depreciation 

Transfer  of  capital  expenditures  in 

progress  to  land  and  building  improvements 

Working  capital  provided  from  operations 

Non-operating  revenue  over  expenditures 

and  (expenditures)  over  non-operating  revenue 


Uses  of  working  capital 
Sale  of  fixed  assets  (net) 
Purchase  of  fixed  assets  (including 

transfer  from  capital  expenditures  in  progress) 
Payments  on  long-term  debt,  including  transfer 

to  current 

Increase  in  capital  expenditures  in  progress 

Decrease  in  bond  payable 

Increase  in  deferred  rental  income 


Net  increase  (decrease)  in  working  capital 
Working  capital  beginning  of  the  year 


Working  capital  end  of  the  year 


1988 

1987 

COMBINED 

COMBINED 

$  1,125,687 

$  488,915 

159,096 

137,974 

1,002,551 

- 

2,287,334 

626,889 

(161.1081 

730,204 

2,126,226 

1,357,093 

(9,098) 

(13,040) 

1,308,123 

38,180 

132,739 

67,095 

1,149,869 

474,950 

325,050 

(109,088) 

1,797,626 

1,567,154 

328,600 

(210,061) 

935,203 

1,145,264 

$  1,263,803         $  935,203 


The  accompanying  notes  are  an  integral  part 
of  these  combined  financial  statements. 


WESTOVER  METROPOLITAN  DEVELOPMENT  CORPORATION 
COMBINED  STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 
YEARS  ENDED  DECEMBER  31,  1988  AND  1987 


Increase  (decrease)  in  components  of  working  capital 
Current  Assets 
Cash 

Accounts  receivable 
Accrued  interest  receivable 
Prepaid  items 

Land  and  buildings  purchased  for  resale 

Grant  receivable 

Inventory 


1988 
COMBINED 


395,919 
(45,511) 
4,471 
4,039 
(67,933) 
(241,594) 
 089) 


1987 
COMBINED 


(157,952) 
90,814 
(8,772) 
1,439 
(17,127) 
223,632 
20,785 


48,602 


Current  Liabilities 


152,819 


Long-term  debt 

(13,026) 

(893) 

Bond  payable 

(8,050) 

8,050 

Accounts  payable 

(284,092) 

222,921 

Sales  and  excise  taxes  payable 

(746) 

(226) 

Real  estate  taxes  collected 

5,742 

(20,143) 

Accrued  expenses 

(21,635) 

13,202 

Security  and  refundable  deposits 

(67,279) 

66,279 

Deferred  income 

109,088 

73,690 

(279,998) 

362,880 

Net  increase  (decrease)  in  working  capital 

$  328,600 

$  (210,061) 
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WESTOVER  METROPOLITAN  DEVELOPMENT  CORPORATION 
NOTES  TO  FINANCIAL  STATEMENTS 
DECEMBER  31,  1988  AND  1987 


NOTE  1  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  major  accounting  policies  followed  by  the  Corporation  in  preparing  the  accom- 
panying combined  financial  statements  are  as  follows: 

The  combined  financial  statements  of  Westover  Metropolitan  Development 
Corporation  include  the  accounts  of  all  of  the  Corporation's  divisions. 
Intercompany  transactions  and  balances  have  been  eliminated  in  combination. 

Inventory  is  valued  at  the  lower  of  cost  (first  in,  first  out)  or  market. 

Land  and  building  purchased  for  resale  is  valued  at  cost.  Land  development  and 
engineering  costs  which  are  required  to  ready  the  property  for  sale  are  also 
included  as  part  of  land  and  building  purchased  for  resale.  Project  costs  iden- 
tified with  specific  land  sales  are  recognized  as  part  of  cost  of  sales  during 
the  period  of  the  land  sale. 

Donated  assets  are  recorded  at  fair  market  value. 

The  cost  of  fixed  assets  is  depreciated  over  the  estimated  useful  lives  of  the 
related  assets  using  the  straight-line  method.  Maintenance  and  repairs  are 
charged  to  operations  when  incurred.  Betterments  and  renewals  are  capitalized. 
When  fixed  assets  are  sold  or  otherwise  disposed  of,  the  asset  accounts  and 
related  accumulated  depreciation  accounts  are  relieved  and  any  gain  or  loss  is 
included  in  operations. 

NOTE  2  -   GENERAL  INFORMATION 

The  Corporation  was  created  on  August  1,1974,  with  the  purpose  of  the  Corporation 
being  "to  aid  private  enterprises  in  the  speedy  and  orderly  conversion  and 
redevelopment  of  lands  formerly  used  for  certain  activities  at  Westover  Air  Force 
Base  to  nonmilitary  uses,  including,  but  not  limited  to,  industrial,  commercial 
and/or  manufacturing  uses,  in  order  to  prevent  blight,  economic  dislocation  and 
additional  unemployment  and  to  aid  private  enterprises  fully  to  utilize 
opportunities  to  alleviate  unemployment." 

NOTE  3  -   TAX  STATUS 

The  Internal  Revenue  Service  has  granted  the  Corporation  exempt  status  under 
Section  501(C)(4)  of  the  Internal  Revenue  Code. 
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NOTES  TO  FINANCIAL  STATEMENTS  -  CONTINUED 


NOTE  4  -  ACCOUNTS  RECEIVABLE  -  OTHER 

At  December  31,  1987  accounts  receivable  -  other  included  a  balance  of  $75,000 
which  represented  insurance  proceeds  due  as  a  result  of  a  1987  fire  claim.  The 
fire  damage  was  to  a  building  which  was  being  rented  by  tenants  of  the 
Corporation.  The  Corporation  received  the  insurance  payment  during  the  fiscal 
year  ended  December  31,  1988. 


NOTE  5  -   FIXED  ASSETS  -  RESTRICTED  USE 

During  1982  the  Corporation  negotiated  the  transfer  of  government  surplus 
property  from  the  General  Services  Administration.  The  property,  consisting  of 
land,  buildings,  improvements  and  other  personal  property,  represents  81.65  acres 
of  "AirPark  property"  and  15.13  acres  of  a  "Fuel  Tank  Farm".  The  conveyance  was 
subject  to  a  specific  agreement  stating  that  the  property  is  to  be  used  only  for 
aeronautical  purposes.  The  appraised  value  was  $1,636,000  for  land,  buildings 
and  improvements  (AirPark)and  $556,500  for  the  personal  property  (Tank  Farm). 
Since  the  Corporation  cannot  sell  any  of  the  property,  it  has,  therefore,  been 
recorded  on  the  books  for  $1. 

The  U.S.  Department  of  the  Air  Force,  in  May,  1985,  signed  an  agreement  to  lease 
to  the  Corporation  45  acres  of  real  estate,  which  includes  two  buildings.  The 
term  of  the  lease  is  for  25  years  at  no  cost. 

NOTE  6  -   LONG-TERM  DEBT 

The  Corporation  purchased  221  acres  of  land  in  the  City  of  Chicopee  from  the 
General  Services  Administration  for  $925,000.  Pertinent  to  the  purchase  of  such 
lands,  the  federal  government  required  that  a  security  fence  be  installed  along 
common  boundaries  of  the  Corporation  and  Westover  Air  Force  Base.  The  purchase 
of  the  land  and  fence  was  financed  through  the  Government  Land  Bank  of  Massachu- 
setts. The  loan  was  payable  in  twenty  years  and  during  the  first  five  years, 
1976  to  1980,  60%  of  the  net  proceeds  from  land  sales  was  used  to  reduce  the  loan 
balance.  Subsequent  to  1980  the  Corporation  was  required  to  remit  40%  of  the  net 
proceeds  from  land  sales  to  the  Government  Land  Bank.  During  1985  the 
Corporation  and  the  Government  Land  Bank  renegotiated  its  loan.  A  three-year 
moratorium  was  established  in  regard  to  the  40%  remittance  of  net  proceeds  from 
land  sales.  The  loan  was  secured  by  a  second  mortgage  on  certain  real  estate  at 
Westover  Air  Force  Base.  The  Corporation  had  also  assigned  all  licenses,  leases, 
if  any,  and  rents  from  tenants  covering  said  real  estate  to  the  Government  Land 
Bank.  As  of  November  1,  1983  the  Corporation  agreed  to  pay  off  the  remaining 
mortgage  balance  over  the  next  fifteen  years  at  an  annual  interest  rate  of  6.2% 
with  monthly  payments  of  $1,726.  During  the  fiscal  year  ended  December  31,  1988 
the  Corporation  paid  this  note  in  full. 
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NOTES  TO  FINANCIAL  STATEMENTS  -  CONTINUED 

NOTE  6  -   LONG-TERM  DEBT  (CONTINUED) 

The  Corporation's  long-term  debt  consists  of  the  following: 

1988  1987 

Mortgage  note  payable,  Government  Land  Bank, 

secured  by  certain  real  estate  at  Westover 

Air  Force  Base,  monthly  payments  of  $1,726  which 

includes  principal  and  interest  at  the  rate  of  6.2%.  -         $  129,245 

Note  payable,  Bank  of  New  England  -  West,  secured  by  a 
vehicle,  monthly  payments  of  $3,200  through  April, 
1996  which  includes  principal  and  interest  at  the 

rate  of  12%.  186,703  201,348 

Note  payable,  AirKaman  of  Westover,  Inc.,  secured  by 
equipment  and  vehicles,  principal  payments  of  $625 
through  March  31,  1988,  interest  at  prime  rate, 

adjusted  quarterly  and  payable  monthly.   -_  1 ,875 

186,703  332,468 

Less  current  portion  17,068  30,094 

Long-term  debt  $  169,635  $  302,374 

Maturities  of  long-term  debt  are  as  follows: 

YEAR  ENDED  DECEMBER  31.  AMOUNT 

1989  $  17,068 

1990  19,232 

1991  21,672 

1992  24,420 

1993  27,517 
Thereafter  76,794 


$  186,703 


NOTE  7  -   BOND  PAYABLE 


In  1985  MIFA  approved  this  $800,000  tax-exempt  bond  for  the  Corporation.  The 
funds  were  received  in  1986  and  the  Corporation  was  charged  "interest  only"  for 
three  years  at  a  rate  of  8  1/2%.  At  the  end  of  the  three-year  period,  November, 
1988,  Bank  of  New  England  -  West  was  required  to  adjust  the  interest  rate  to  80% 
of  the  prime  or  base  rate,  determined  on  a  daily  basis.  The  outstanding 
principal  balance  was  to  be  amortized  over  a  sixty-month  period.  These  funds 
were  to  be  used  only  for  capital  improvements  on  the  Corporation's  property, 
which  were  necessary  to  convert  the  property  from  military  use  to  commercial, 
'industrial  and  manufacturing  uses.  This  bond  was  secured  by  certain  real 
property  located  on  certain  streets  in  Chicopee  and  Ludlow,  Massachusetts. 
During  the  fiscal  year  ended  December  31,  1988,  the  Corporation  paid  this 
obi igation  in  ful 1 . 
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NOTES  TO  FINANCIAL  STATEMENTS  -  CONTINUED 


NOTE  8  -  DEFERRED  INCOME 

Deferred  income  represents  a  balance  from  fiscal  year  ended  December  31,  1987  of 
$73,690  which  was  the  result  of  an  insurance  claim  payment  for  fire  damage  of  a 
building.  Management  is  undecided  as  to  how  to  utilize  the  insurance  proceeds. 
Also  included  in  deferred  income  at  December  31,  1988  is  a  prepayment  of  two 
years'  rent  less  related  expenses  received  from  a  tenant  of  the  Corporation  in 
the  amount  of  $218,176. 

NOTE  9  -  DUE  TO/FROM  OTHER  FUNDS,  NET 


December  31,  1987  Balance 
Due  to  (From) 
1988  Activity,  Net 

December  31,  1988  Balance 
Due  to  (From) 

December  31,  1987  Balance 
Due  to  (From) 
1988  Activity,  Net 
1988  Allocation  of  Expenses 


INDUSTRIAL 

242,387 
197,778 


$  440,165 


920,550 
251,028 
9,556 


AVIATION 


(920,550) 
(251,028) 
(9,556) 


FBO 

$  (242,387) 
(197,778) 


$  (440,165) 


December  31,  1988  Balance 

Due  to  (From)  $  1,181,134  $  (1,181,134) 

December  31,  1987  Balance 

Due  to  (From)  $       130,009  $  (130,009) 

1988  Activity,  Net  79,479  (79,479) 

December  31,  1988  Balance 

Due  to  (From)  $       209,488  $  (209,488) 


NOTE  10  -  INTERCOMPANY  TRANSACTIONS 

The  Aviation  and  FBO  divisions  of  the  Corporation  transact  certain  business  among 
themselves.  These  transactions  are  eliminated  in  the  accompanying  combined 
financial  statements.  The  FBO  division  paid  the  following  fees  to  the  Aviation 
di vi  sion: 

1988  1987 
Flowage  fees  $  110,974  $  105,408 

Ground  rent  $    18,000  $  20,632 

Office  rent  $     6,500  -0- 
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NOTES  TO  FINANCIAL  STATEMENTS  -  CONTINUED 


NOTE  11  -  OPERATING  LEASES 

The  Corporation  leases  commercial  space  on  property  located  within  Airpark/West. 
Minimum  future  rentals  to  be  received  on  non-cancellable  leases  as  of  December 
31,  1988,  are  as  follows: 


NOTE  12  -  PENSION  PLAN 

The  Corporation  has  a  non-contributory  pension  plan  having  eligibility  for  all 
employees  who  will  have  completed  one  year  of  service  and  who  have  also  worked 
at  least  1,000  hours  or  more  each  year.  The  Corporation  computed  its  contribu- 
tion based  upon  7  1/2%  of  the  employee's  gross  wages  for  the  year.  Pension 
expenses  charged  to  operations  in  1988  and  1987  was  $23,418  and  $17,860 
respectively. 

NOTE  13  -  CONTRACTUAL  OBLIGATIONS 


The  Office  of  Transportation  and  Construction  awarded  a  Public  Works  Economic 
Development  Grant  of  $456,000  to  the  City  of  Chicopee  for  construction  of  Pad- 
gette  and  Lonczak  Streets.  The  Corporation  is  committed  to  sharing  this  project 
with  the  City  of  Chicopee.  The  road  construction  is  expected  to  cost 
approximately  $420,000.  Utility  improvements  associated  with  the  project  are 
estimated  at  $211,000,  which  the  Corporation  and  the  City  have  agreed  to  share 
on  an  equal  basis.  Transfer  of  this  property  to  the  City  of  Chicopee  is  expected 
to  take  place  in  1989. 

An  agreement  between  the  Corporation  and  Boston  &  Maine  Railway  Company  repre- 
sents a  transfer  of  the  main  spur  line  within  AirPark/West  to  the  Railway  Com- 
pany. The  spur  line  is  presently  shown  as  land  improvements  with  a  cost  of 
$202,734. 


NOTE  14  -  LITIGATION 

The  Corporation  is  a  party  to  a  lawsuit  and  an  arbitration  proceeding  in  which 
management  expects  favorable  outcomes.  The  maximum  exposure  to  the  Corporation, 
however,  would  be  approximately  $71,000. 


YEAR  ENDED 
DECEMBER  31, 


1989 
1990 
1991 


$  259,233 
168,091 
18,700 


Total  minimum  future  rentals 


$  446,024 
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NOTES  TO  FINANCIAL  STATEMENTS  CONTINUED 


NOTE  15  -  DUNCAN  KNOLLS  PROJECT 

Included  in  the  "Capital  expenditures  in  progress"  balance  are  expenditures  of 
$55,826  related  to  the  Duncan  Knolls  Project.  This  project  represents  an 
investment  to  acquire  101  acres  of  surplus  military  land  from  the  City  of 
Chicopee  which  will  be  developed  as  another  industrial  park.  Final  approval  of 
this  project,  to  be  determined  by  the  City  of  Chicopee,  is  expected  to  take 
place  in  1989. 

NOTE  16  -  PRIOR  PERIOD  RECLASSIFICATIONS 

Certain  items  in  the  combined  financial  statements  for  1987  have  been  restated 
to  conform  to  current  period  presentation. 
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